Table of contents

INtrodUchion. ... ..o iii
Sections
1 | Medicare beneficiary demographics.|........................ 1
1-1 Aged beneficiaries account for the greatest share of the Medicare

population and program spending, 2001...........oiiiiiiiiiiii e 3
1-2 Medicare spending rises as beneficiaries age, 2001........c.oiiiiiiiiii e 4
1-3 Beneficiaries who report being in poor health account for a disproportionate share

of Medicare spending, 2001 ....... ..ottt ittt et ettt a e 5
1-4 Enrollment in the Medicare program is projected to grow fastest in the next 30 years............... 6
1-5 Characteristics of the Medicare population, 2001...........coiiiiiiiiiiiiiiii e, 7
1-6 Characteristics of the Medicare population, by rural and urban residence, 2001..................... 8
1-7 Arthritis and hypertension are the most common diseases reported by Medicare

beneficiaries, 200 L. ... ottt 9

WED TINKS. . .ot 10
2 [Dual eligible beneficiaries|............................................................. 11
2-1 Dual eligible beneficiaries account for a disproportionate share of Medicare

SPENAING, 2001 ... . e e 13
2-2 Dual eligibles are more likely than nondual eligibles to be disabled or over

85 years Old, 2001 ... .. ettt e 14
2-3 Dual eligibles are more likely than nondual eligibles to report poorer health status, 2001........ 15
2-4 Demographic differences between dual eligibles and nondual eligibles, 2001...................... 16
2-5 Beneficiaries who first became dually eligible for Medicaid between 1994 and 1996

were often still dually eligible 7t0 9 years later............oovriviiiiiii e 17
2-6 Differences in spending and service use between dual eligibles and nondual eligibles, 2001.....18
2-7 Both Medicare and total spending are concentrated among dual eligible beneficiaries, 2001.....19
2-8 Dual eligible beneficiaries with cognitive or physical impairments account for a

disproportionate share of Medicare spending, 2001.............coviiiiiiiiiiiiiiiieieeeae, 20
2-9 Dual eligible beneficiaries report generally good access t0 Care........o.vvvvvevrirnierinninnennennn 21

WED LINKS. .ottt e e e et 22
3 |Quality of care in the Medicare program.|...................................... 23
3-1 Effectiveness of care: Hospital mortality decreased from 1995-2002.............c.coveininninnnn.. 25
3-2 Effectiveness and timeliness of care in hospitals: Processes of care are improving

but rates are still t00 low, 19982001 ..........oiiiiiiiii e e 26
3-3 Safety of care: Adverse events affect many beneficiaries, 1995-2002...............cccoiiieiinen. 27
3-4 Effectiveness and timeliness of care outside the hospital: The change in the rate

of potentially avoidable hospital admissions is mixed, 1995-2002.............ccooiviiiiiiinninnnn. 28
3-5 Effectiveness and timeliness of care outside the hospital: Effective care processes

are improving, but rates are still too low, 1998-2001............cooiiiiiiiiiiiiiiiiiree e, 29




3-6
3-7
3-8

3-9
3-10

4

4-1

4-3
4-4

4-6
4-7

5-4

5-5

5-6
5-7

5-8

5-9

5-10

Effectiveness and timeliness of care: Plans improve, but rates are still low on

some Measures, 2000-2002 . ... ... it 30
Effectiveness and timeliness of care: M+C and employer—sponsored plans’

performances have similarities and differences, 2002............cccoiiiiiiiiiiiiiiiieeeee, 31
Patient-centeredness of care: Continuity and access to providers is stable.......................... 32

Patient-centeredness of care: Beneficiaries rate interactions with health care providers highly.. 33
Patient-centeredness of care: Medicare rates higher than employer—sponsored plans in 2001... 34

WWED LINIKS . . e e 35

|Access to care in the Medicare progruml ...................................................... 37

Beneficiaries’ reports of difficulties obtaining care have declined or remained

StADIE SINCE 1991 ...t 39
Access continues to be generally good, 2000-2002..........c.cuiiiiiiiiiiiiiiieeeeeeeaen 40
Continuity and access to providers is stable, 2000—2002............ccovvrirriiriniiiiieiieeeanen o a1
Beneficiaries differ in their reports of obtaining needed, urgent, or routine care, 2001............. 42
Physicians’ acceptance of all or some new Medicare patients is high, but has decreased

some between 1999 and 2002....... ..ottt 43

Number of beneficiaries receiving influenza shots increases, but varies by race, 1992-2000.....44
Number of female beneficiaries receiving mammograms increasing, but varies

By race, 19922000, ... .. .ttt 45
AT o0 5341 PO 46
Medicare beneficiary and other payer financial liability]............................ 47

Sources of supplemental coverage among noninstitutionalized Medicare beneficiaries, 2001....49
Sources of supplemental coverage among noninstitutionalized Medicare beneficiaries,

by beneficiaries’ characteristics, 2001, ... ...ttt e e 50
Total spending on health care services for noninstitutionalized FSS Medicare

beneficiaries, by source of payment, 2001....... ..ottt 51
Per capita total spending on health care services among noninstitutionalized

FFES beneficiaries, by source of payment, 2001............coiiiiiiiiiiiiiii e, 52
Variation in and composition of total spending among noninstitutionalized

FFS beneficiaries, by type of supplemental coverage, 2001............ccoviviiiiiiiiiiiiiiininann... 53
Types of out-of-pocket spending among noninstitutionalized FFS beneficiaries, 2001............ 54
Sources of change in out—of—pocket spending among noninstitutionalized

FFS beneficiaries, 1993—2001. .. .ottt e e e e 55
Out-of-pocket spending among noninstitutionalized FFS beneficiaries,

by out-of-pocket spending level, 2001....... .ot 56
Out-of-pocket spending among noninstitutionalized FFS beneficiaries,

by type of supplemental coverage, 2001.........ouiiiiiiiiiii i e 57
Out-of-pocket spending for premiums and health services per beneficiary,

by insurance and health status, 2001 ...........ooitiiiiiiii i 58
WED HNKS. e e 59

vi



6-10

7

7-1

7-3
7-4

7-5

7-7

7-8

7-9
7-10

7-11
7-12
7-13
7-14
7-15
7-16
7-17
7-18

7-19
7-20
7-21
7-22
7-23
7-24

INationuI health care and Medicare spending]............................................ 61

Medicare made up about one-fifth of spending on personal health care in 2002.................... 63
Medicare’s share of national spending varies by type of service, 2002............cccevviinnennennee. 64
Personal health care spending is increasing as a share of GDP..................oocoi. 65
Trustees project Medicare spending to increase as a share of GDP..................c.oa 66
Changes in spending per enrollee differ between Medicare and private health insurance..........67
Trustees and CBO project Medicare growth rate of about 10 percent over next 10 years......... 68
Medicare spending is concentrated in certain services and has shifted over time................... 69
Medicare spending is concentrated among a small group of beneficiaries............................ 70
Medicare HI trust fund is projected to be insolvent in 2019............ooiiiiiiiiiiiiiiiiienn. 71
Medicare FFS providers: Spending, supply and projected growth rates............................. 72
WED TINKS. ..ottt 73
|Acute inpatient servicesl ............................................................................. 75

Short-term hospitals
Cumulative percentage change in Medicare hospital inpatient and outpatient spending,

fiscal years 1992-20002. ... .. ittt e 77
Diagnosis related groups with highest volume, fiscal year 2003..............ocoiiiiiiiiiiinn..n. 78
Number of hospitals and Medicare discharges, by hospital group, 2002.................ccceeneen... 79
Cumulative percentage change in Medicare, Medicaid, and total hospital admissions,

LOOT=2002. .. .ottt e 80
Cumulative change in total admissions and total outpatient visits, 1991-2002...................... 81
Cumulative change in Medicare, Medicaid, and total hospital inpatient

length of stay, 1991-2002..... ..ottt ettt ettt et e e e 82
Cumulative change in Medicare inpatient days per beneficiary and discharges

per beneficiary, 1991-2001..... ..., 83
Simulated Medicare inpatient payments, by component and hospital group,

reflecting payment policy under the MMAL..... ...t 84
Composition of the hospital market basket.............coooiiiiiiiiiiiiii e 85
Cumulative change in Medicare hospital PPS inpatient payments and costs per case,

hospital market basket index, and PPS operating update, 1991-2002..............cceevviiiiiinnnnn 86
Medicare acute inpatient PPS margins, 1991-2002...........cceiiiiiiiiiiiiiiiiiiiiieeieeieeeeenanns 87
Medicare acute inpatient PPS margins, by urban and rural location, 1991-2002................... 88
Medicare acute inpatient PPS margins, by teaching status, 1991-2002...............cceevinenen.n. 89
Distribution of Medicare acute inpatient PPS margins, 1991-2002.............cccoiviviiiininnnn.n. 90
Overall Medicare margins, 1996-2002...........cciiriiitiiiiie e 91
Overall Medicare margins, by urban and rural location, 1996-2002.................cccoevvinennnn.. 92
Overall Medicare margins, by teaching status, 1996-2002...........ccccovviiiiiiiiiriiiinainnnn. 93
Overall Medicare margin, actual for 2002 and simulated for 2004 to account for

current policy, including MMA PrOVISIONS. .....ouuiiett ittt et eae ettt eite et et eaeenreenaens 94
Distribution of overall Medicare margins, 1996-2002.............cooviiiiiiiiiiiiiii i, 95
Hospital total margins, 1991-2001...... ..ot 96
Total hospital margins, by urban and rural location, 1991-2001................c.coiiviiiiiinnnnne. 97
Total hospital margins, by teaching status, 1991-2001............ccooiiiiiiiiiiiiiii e, 98
Relationship of acute inpatient PPS and overall Medicare margins, 2001............................ 99
Relationship of overall Medicare and total margins, 2001..............c.cciiiiiiiiiiiiiiiinenn, 100

vii



7-25
7-26
7-27

7-28

7-29
7-30

8

8-1
8-2
8-3
8-4

8-6
8-7

8-8

8-10
8-11
8-12
8-13
8-14
8-15

8-16

8-17
8-18

8-19
8-20
8-21

8-22
8-23
8-24

Hospital payment-to-cost ratios for private payers, 1991-2002............ccoiiiiiiiiiiiiien.n 101

Cumulative change in hospital cost per adjusted admission, 1991-2002.................c.euunenne 102
Cumulative change in charges, payments, and costs for all hospital patient care

SETVICES, 199120002, ... it e 103
Uncompensated care costs as a percent of total hospital costs,

by teaching status and type of control, 2002...........civiiiiiiiiiii e 104
Specialty psychiatric facilities

Medicare payments to inpatient psychiatric facilities, 1992-2001...............cociiiiiiiiin... 105
Inpatient psychiatric facilities, 1994-2004.........ccooriiiiiiii e, 106
WED TINKS. ..o 107
|Ambu|utory curel ...................................................................................... 109
Physicians

FFS Medicare spending and payment updates for physician services, 1993-2008................ 111
Medicare spending per FFS beneficiary on physician services, 1994-2012........................ 112
The supply of physicians furnishing services to beneficiaries has increased....................... 113
Cumulative growth in volume per beneficiary, by type of service, 1999-2002................... 114
Medicare Economic Index input categories, weights, and projected price changes for 2005....115
Quarterly changes in professional liability insurance premiums, 1990-2003..................... 116
PLI payments vary by locality and service, as a percentage of total payments under

the Medicare fee schedule, 2002, ... ..ot e 117
Work GPCI before the Medicare Modernization Act established a floor of 1.00.................. 118

Hospital outpatient services

Spending on all hospital outpatient services, 1993-2003...........coiviiiiiiiiiiiiiieieeeen, 119
Providers of hospital OUtPAtiENnt SETVICES. ... uiutiuit ettt ettt ettt e ere e ere e 120
Payments under the Medicare hospital outpatient PPS, by type of service, 2002.................. 121

Volume of services under the Medicare hospital outpatient PPS, by type of service, 2002......122
Hospital outpatient services with the highest Medicare expenditures, 2002........................ 123
Medicare coinsurance rates, by type of hospital outpatient service, 2002...............c.ceenee.e. 124
Transitional corridor payments as a share of Medicare hospital outpatient

payments, 2001 and 2002........cooiuiiiti e 125
Three quarters of outpatient outlier payments were for services with

payment rates of $300 or 1ess i1 2002.........oieiniii i 126
Medicare hospital outpatient, inpatient, and overall Medicare margins, 1996-2002.............. 127
Distribution of hospital outpatient margins, 1996-2002.............ccoiviiiiiiiiiiiiiiiiiiaaea, 128
Ambulatory surgical centers

Medicare-certified ASCs increased over 50 percent, 1997-2003............ccoiviiiiiininnnnen.. 129
Over 40 percent of Medicare—certified ASCs are located in 5 states, 2003.........ccccccvevvnnnnn. 130
Ophthalmology and gastroenterology procedures accounted for over two-thirds

of ASC services provided to beneficiaries, 2002............coiiiiiiiiiiiii, 131

Medicare payments to ASCs more than tripled, 1993-2003..........c.cooiiiiiiiiiiiiiiae, 132
ASCs and the volume of ASC procedures have grown rapidly, 1997-2002....................... 133
Over half of most common ambulatory surgical procedures were performed

in hospital outpatient departments, 2001......... ..ot 134

viii



8-25

8-26

8-27

9-1
9-2
9-3
9-4

9-5
9-6

9-7
9-8
9-9
9-10
9-11

9-12
9-13

10

10-1
10-2
10-3
10-4

10-5
10-6

Independent diagnostic and testing facility services
Medicare spending for independent diagnostic testing facility services,

by type of SEIVICe, 2002. ... .ttt e 135
Medicare volume and spending for independent diagnostic testing facility

services doubled between 2000 and 2002........ ..ottt 136
The number of independent diagnostic testing facilities grew rapidly

between 2000 and 2002. ... ..t 137
WED LINKS. oot e 138
|Posi—ucute curel ........................................................................................ 139
The number of post-acute care providers generally continues to grow................cevvvennnnn.. 141
Medicare spending for post-acute care, by setting, 1992-2003.............cciiiiiiiiiiiininann.n 142
About one-third of hospital patients 2o on to Use post-acute Care............o.evvvevreenriunneennnn. 143

Skilled nursing facilities

Medicare spending for skilled nursing facility services generally increased

over the decade 1993-2003. .. ... it 144
Medicare skilled nursing facility use has remained relatively stable between 1997 and 2001...145
Medicare margins for freestanding skilled nursing facilities continue to be

in the double digits, 2000, 2001, and estimated 2004 ............ccoiviiiiiiiiiiiiiiiieaaeas 146
The highest percentage of Medicare-covered SNF days were in “very high” and

“high” rehabilitation RUG—III groups in 2001..........cooiiniiiiiiii e 147
Hospital-based SNF patients tended to be younger than freestanding SNF patients

in fiscal year 2000.........ou it 148
Routine costs per day in freestanding SNFs increased 17 percent from 1996 to 2002............ 149
Home health services

Spending for home health care, 1992-2003..........ccoiiiiiiiii e, 150
Medicare home health care use, 1992-2000..........c.uiiiiiiiii e 151
Mix of home health visits changed after the prospective payment system started................. 152
Freestanding home health agency Medicare margin, by type of agency, 2001,

and estimated 2004, . .. ... . i 153
WED NS, et 154

Sources of outpatient prescription drug coverage among noninstitutionalized

beneficIaries, 200 L. .. ..ottt 157
Sources of payment for prescription drugs among noninstitutionalized beneficiaries, 2001.....158
Prescription drug spending per beneficiary, 2004..........coviriiiiiiiiiii i 159
Drug coverage among noninstitutionalized beneficiaries, by beneficiaries’

CharacteriStics, 200 L. ... .. ittt 160
Medicare spending and annual growth rates for Part B drugs.....................coooiiiin 161
Top 10 drugs covered by Medicare Part B, by share of expenditures, 2002........................ 162
WED TINKS. .ot e e 163



11-5
11-6
11-7
11-8
11-9

11-10
11-11
11-12

11-13
11-14

11-15

12

12-1
12-2
12-3
12-4
12-5
12-6

12-7

[Other services|....................ccoiiiiiiii

Dialysis

Total number of dialysis facilities is growing; for profit and freestanding are a

higher Share OVET tIME. .. ..uut ettt ettt et et et et et et et e e e e eeenaneens
Medicare spending for outpatient dialysis services furnished by freestanding

dialysis facilities, 1991-2002...... ..ottt
Dialysis facilities’ capacity has increased steadily between 1998 and 2002.......................
A disproportionate number of dialysis facilities that closed were small,

nonprofit and hospital based..........c.oovuiiiiiiii e
The quality of dialysis care has improved for some measures..............cooevvviviirieninnnennn..
The ESRD population is growing; most patients undergo hemodialysis............................
Diabetics and the elderly are the fastest growing segments of the hemodialysis population.....
Medicare margin for outpatient dialysis services, adjusted and unadjusted, 1999-2001.........
Lower costs per dialysis treatment do not result in quality problems for beneficiaries...........

Hospice

The number of freestanding and for-profit hospices has increased the most.......................

Hospice use has grown and remains higher for decedents in managed care........................
Growth in hospice use is greatest among beneficiaries with noncancer

diagnoses and those Who are older..............ooiiiiii i
Recently, Medicare spending for hospice services has increased sharply..........................

Median stays remain stable while long stays grow rapidly...................c.coooiiinin.

Durable medical equipment
Program payments are growing rapidly for durable medical equipment............................

WED LINKS. . oot

hedicure+Choice and Medicare Advantage |.........................

Counties with M+C plans, 2004 . ........ooiiriii et eaeeneaans
Enrollment in M+C plans, 1994-2004..........coiiiiiit e e e e e
Medicare beneficiaries’ access to M+C plans, 1999-2004............ccovviiiiiiiiiiiiiiiiienns
Counties, by M+C payment rates, 2004 .. ... ..ooiiniiniit ittt
Availability of M+C plans, 2004 ... ..o
Counties, Medicare beneficiaries, and M+C enrollees, by the ratio of M+C payment

rates to Medicare per beneficiary FFS spending in a county, 2004.............coooiiiiiiiinnn...
Lowest monthly premiums Medicare beneficiaries would have to pay to enroll

in an available Medicare plan, 2004 ....... ..ottt

VD LIIIKS . oot



